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Market Overview 
 

 
 

  
Signals Overview 

Aggregator Aggressive VIX QE Buy Pwr Swing NDX Trend Timer

Long 100% Long XIV Long Flat

 

Tonight’s Research Points 

 2 outside days have been followed by short-term rallies historically. 

 The reversal from a 20-day low is indicative of further short-term upside. 

 The higher volume on today’s bounce appears to be a negative. 

 

 

Short-term Outlook  

The Bottom Line 

Same as last night.  Our studies are still dominated by bullish evidence. The market 

remains strongly oversold. The odds suggest a bounce is near, and I continue to look to 

take advantage of it. 
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Summary of Recent Active Studies (see Letters from listed dates for details) 

Study  Date Description T im e span Bias Avg Max Move

Active

October 25, 2012 20-low reversal 1-6 day s Bullish

October 25, 2012 2x outside day s 1-5 day s Bullish

October 25, 2012 High vol from RSI(2)<5 1-3 day s Bearish

October 25, 2012 Fed Day  reversal down 1-3 day s Bullish

October 24, 2012 SPY  dn 1% and SOX up 1-6 day s Bullish

October 24, 2012 4 lower lows. 20-day  low. 1-8 day s Bullish

October 22, 2012 QE Buy ing Power Swing long 1-7  day s Bullish 3.10%

October 22, 2012 Oversized drop on Friday 1-6 day s Bullish 2.75%

Active - Long Term

October 25, 2012 20-low > 200ma on a Fed Day 1-9 day s Bullish

October 24, 2012 SPY  dn 1% and SOX up 1-20 day s Bullish

October 19, 2012 SPY  key  reversal 1-12 day s Bullish

October 15, 2012 Breadth not diverging at top int term Bullish

September 17 , 2012 QE3 int term Bullish

February  1 , 2012 Golden Cross int term Bullish  
If the avg max move is achieved the study will appear in bold italic blue and no longer be 

active. 

 

The Evidence 

The market was all over the place Thursday.  In the end we saw mild gains.  The SPX, 

rose 0.3%, the Nasdaq was up 0.2% and the Russell 2000 rallied 0.4%.  Breadth was 

moderately positive as the NYSE Up Issues % was 60% and the Up Volume % came in 

at 57%. Total NYSE volume rose from Wednesday’s level. 

 

Today’s action brought about some interesting (and mixed) studies in the Quantifinder.  

I’ll discuss the most compelling ones. 

 

Thursday marked the 2
nd

 day in a row that SPY posted an outside day.  (An outside day is 

a day where the security or index makes a higher high and a lower low than the day 

before.)  I last discussed back-to-back outside days in the 12/7/09 letter.  I have not 

updated the SPY results since then simply because there haven’t been any occurrences in 

the nearly 3-year period.  That tells you how rare it can be.  So after a long pause – here 

are updated results. 
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The numbers look very impressive.  Below is a profit curve using a 5-day holding period. 

 

  
 

The strong steady upslope serves as confirmation of the bullish edge.  It may not seem 

intuitive as to why back-to-back outside days suggest a bullish edge.  They imply 

increased volatility, and possibly overdone emotions on the part of traders.  Often such 

conditions will be resolved with a move higher, as is demonstrated by the study. 

 



Hanna Capital Management, LLC                16 Hillcrest Rd., Medfield, Massachusetts   02052                            781-956-6952 

The next study to consider is the one below from the 5/26/11 letter.  It looks at a possible 

reversal pattern off a 20-day low.  All stats are updated. 

 

 
 

Results here also seem to suggest a worthwhile upside edge.  Below is a profit curve 

using a 6-day exit strategy. 

 

 
 

This curve also appears fairly steady, providing greater confidence in the results. 
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The last study to examine tonight was seen just a couple of weeks ago in the 10/12/12 

letter.  It noted that the higher volume on Thursday may be a bearish sign.  I have copied 

the commentary below (but updated the results). 

 

 

In the 5/11/12 Letter I looked at bounces after SPX is strongly short-term oversold as 

measured by RSI(2).  What I found in that letter was that lower-volume bounces have 

performed much better over the next few days than higher-volume bounces.  I won’t 

rehash the whole study tonight, but if you want to see it you may use the link below. 

 

2012-05-11 QE Subscriber Letter.pdf 

 

I do want to review the higher volume bounces in particular tonight.  Below is the stats 

table from that letter. 

 

 
 

As you can see, it appears that such bounces suggest a short-term downside edge.  

Tonight I also produced an equity curve using a 3-day holding period. 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0wNS0xMSBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzUwMDI1MTQ4LDAuMC4wLjAsMCxmMGU4ZWZmZjI3NDdiODIwYzRlOTgzZmU2MWQ3Y2NkYQ%3D%3D/2012-05-11%20QE%20Subscriber%20Letter.pdf


Hanna Capital Management, LLC                16 Hillcrest Rd., Medfield, Massachusetts   02052                            781-956-6952 

 

 

The curve is certainly choppy, but it has spent most of the time moving south and the 

study seems worthy of consideration. 

 

I have updated the AggregatorH chart below.    

 

http://quantifiableedges.blogspot.com/2008/07/quantifiable-edges-aggregator.html
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The green Aggregator line remains well above 0.  Positive readings mean net 

expectations from the Active List are for upside over the next few days. Meanwhile the 

black Differential Line is also still strongly positive.  This means the SPX is oversold 

versus recent expectations.  So net expectations are bullish and the SPX is oversold. This 

is considered a bullish configuration. Bullish configurations are visible on the chart 

whenever both lines close above 0.  This caused the Aggregator system to remain long 

the close.   

 

Based on the current studies, expectations are set to remain bullish again on Friday.  Of 

course this could change should strong bearish evidence emerge.  The Differential Pivot 

will be 1,421.34 on Friday.  This is 0.6% above Thursday's close.  So the SPX would 

need to close up at least this much in order to move the Differential Line into negative 

territory, signifying that SPX has moved from oversold to overbought. 

 

Evidence continues to suggest the market should bounce near here.  Of course according 

to the evidence we should have already seen such a bounce.  I don’t like getting too 

heavily involved when the market is acting against historical norms – which it appears to 

be doing at the moment.  But there is still an awful lot pointing to a bounce.  The short-

term active list has 7 unrelated bullish studies and just 1 bearish study.  Apple earnings 

disappointed after the close and the market dipped quite a bit after hours.  We could get a 
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sizable gap down in the morning.  Similar to last night, I will look to enter long on either 

1) a big gap down, or 2) a sizable negative close.   

 

I should also note that the CBI dropped to 0 today as CVS met its intraday exit target 

(and will be sold at tomorrow’s open).  The 0 CBI is a bit disconcerting during a selloff.  

It’s unlikely I will take a 4
th

 and final lot of SPY unless we see a sizable spike in the CBI. 

 

 

Intermediate-term Outlook (2 weeks – 2 months)– updated 10/22– bullish 

The intermediate-term outlook was last updated in the 10/22 letter.  Link below: 

 2012-10-22 QE Subscriber Letter.pdf 

 

 

Catapult and Capitulative Breadth Statistics 

HCatapult & CBI Presentation Link 

Open Catapult Triggers 

None 

 

Catapult for ETF’s Trades 

None 

 

Broad Market Large Cap CBI – 0 

 

 

Additional New Trade Ideas 

A full listing of system triggers can be found at the system triggers page each night.  I 

will cherry pick some of my favorite setups from the S&P 100 and ETF lists along with 

occasional other trade ideas to track below. 

 

SPY – buy ¼ index position @ $140.50 LIMIT ON OPEN.  If not filled, cancel order 

and enter later as $140.50 LIMIT ON CLOSE.   Based on short-term outlook above.  If 

the market gaps down large from such an oversold condition, I will consider it a gift, and 

enter another lot long.  Otherwise, I will wait until the close to possibly add exposure. 

 

 

 

 

 

 

 

 

 

http://www.quantifiableedges.com/linklokipn.php?llauth=MjAxMi0xMC0yMiBRRSBTdWJzY3JpYmVyIExldHRlci5wZGYsMCwxMzUwOTY5MTcwLDAuMC4wLjAsMCw4YzdmN2RkMjhiODRhYWY5MjQ2MGUzNDJiMDc3YzYwZg%3D%3D/2012-10-22%20QE%20Subscriber%20Letter.pdf
http://www.quantifiableedges.com/videos/QE20100621.html
http://www.quantifiableedges.com/members/systems.php
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Current Open Trade Ideas 

Symbol Entry Date Entry Price Current Price % Gain/Loss Stop Notes

CVS(1/3) 10/15/2012 $47.06 $46.11 -2.02% sell on open

CVS(1/3) 10/16/2012 $47.07 $46.11 -2.04% sell on open

CVS(1/3) 10/17/2012 $46.90 $46.11 -1.68% sell on open

SPY(1/4) 10/22/2012 $143.15 $141.43 -1.20% Aggregator

SPY(1/4) 10/23/2012 $141.42 $141.43 0.01% Aggregator

 

CVS reached its target and will be sold at the open. 
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